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COMMONWEALTH OF KENTUCKY 

BEFORE THE U T I L I T Y  REGULATORY COMMISSION 

* * * * * * *  

In the Matter of 

THE COMPLAINT OF MR. FRED ) 
PFANNENSCHMIDT, LX)UISVILLE, ) 
KENTUCKY AGAINST HIGHVIEW ) 
SEWER DISTRICT, INC. 1 

ORDER 

e 

CASE NO. 7692 

On August 8 ,  1979, the Commission received a letter 

from Mr. Fred Pfannenschmidt, Jr., Gibson-Pfannenschmidt 

Realtors, Louisville, Kentucky (hereinafter referred to 

as "Pfannenschmidt") challenging the appropriateness of 

Highview Sewer District, 1nc.I~ (hereinafter referred to 

as "Highview") collecting fees for tap-ons at Pfannen- 

Schmidt's building on Vaughn Mill Road in Louisville. 

On August 17, 1979, hlr. Richard Treitz, the Presi- 

dent of Highview, informed the Commission by letter that 

Highview had n o t  received t h e  tap-on fees nor did they own 

the sewers to which the building was connected. However, 

Mr. Treitz stated that Highview did receive a $30.00 monthly 

sewer service charge per occupant for treating the sewage 

from the Pfannenschmidt building. Mr. Treitz advised that 

the tap-or. fees in question were payments for Pfannenschmldt's 

share of construction costs involved In extending the sewer 

line to his property, and that the $4,000 payment Pfannen- 

Schmidt had already made had been distributed to two com- 

panies which constructed and extended the sewers. 

Mr. Pfannenschmidt informed the Commission by letter on 

September 11, 1979, that Pioneor Amcrlcan Entsrprlsos, Inc. 

extended the sewer line owned by J o h n  Treitz and Sons Con- 

tractors. Pfannenschmidt described the building as being 

divided into five spaces, each with its own restrooms. 



Highv iew f i l e d  a d u p l i c a t e  of its t a r i f f  w i t h  t h e  

Commission on  September 19, 1979. T h a t  t a r i f f  provided 

for a r e s i d e n t i a l  rate of $11.10 per month f o r  s e w e r  ser- 

v i c e  and s ta ted t h a t  commercial rates w e r e  t o  be "nego- 

t ia ted".  The t a r i f f  a lso provided  t h a t  tap-on fees f o r  

commercial u s e  would a lso be " n e g o t i a t e d . "  

By order of J a n u a r y  3, 1980, t h e  Commission set  t h e  

matter for h e a r i n g  to consider t h e  r a t e s ,  c h a r g e s  and  op- 

e r a t i o n s  of Highview Sewer D i s t r i c t ,  I n c .  P r i o r  t o  t h e  

h e a r i n g ,  M r .  O r v i l l e  R. M i l l e r ,  J r . ,  a t e n a n t  i n  t h e  Gibson-  

P f a n n e n s c h m i d t  b u i l d i n g ,  adv i sed  the Commi.ssion by letter 

t h a t  h e  cons idered  t h e  $30.00 per month commercial s e w e r  

rate he w a s  p a y i n g  t o  Highview t o  be execessive. 

The  h e a r i n g  was h e l d  on J a n u a r y  25, 1980. Mr. P f a n n e n -  

S c h m i d t ,  M r .  R i c h a r d  T r e i t z ,  P r e s i d e n t  of Highv iew,  and  M r .  

James H .  Prater,  P r e s i d e n t  of Pionee r -Amer ican  E n t e r p r i s e s ,  

I n c .  gave t e s t i m o n y .  M r .  J o h n  G. T r e i t z ,  S r . ,  an off icer  of 

Highview,  a l so  a t t e n d e d  t h e  h e a r i n g .  

On F e b r u a r y  8 ,  1980, t h e  Commission received H i g h v i e w ' s  

r e s p o n s e s  t o  cer ta in  i n f o r m a t i o n  r eques t s  made a t  t h e  J a n u a r y  

25,  1980, h e a r i n g .  

I t  w a s  e s t a b l i s h e d  a t  t h e  h e a r i n g  t h a t  H i g h v i e w  S e w e r  

D i s t r i c t ,  I n c .  is a p r i v a t e l y - o w n e d  s e w e r  u t i l i t y ,  n o t  a 

s e w e r  d i s t r i c t ,  a n d  t h a t  a l l  196 s h a r e s  of s t o c k  i s s u e d  by  

Highview are owned by a p a r t n e r s h i p ,  J o h n  T r e i t z  a n d  Sons 

( h e r e i n a f t e r  referred t o  as " T r e i t z  a n d  S o n s " ) .  R i c h a r d  H. 

T r e i t z  a n d  John G .  T r e i t z ,  S r . ,  are 50/50 partners  i n  t h e  

T r e i t z  a n d  S o n s '  b u s i n e s s .  The sewage t r e a t m e n t  p l a n t  and 

G l e n c o e  s u b d i v i s i o n  s y s t e m  were p u r c h a s e d  by Messrs. T r e i t z  

in 1968. Tho plunl .  W ~ R  conetructcd i n  1963 nncl W ~ R  owned by 

M r .  Coe. I n  1973, t e r t i a r y  treatment w a s  added  t o  t h e  p l a n t  whjch  

had  p r e v i o u s l y  had  a 100,000 g a l l o n s  per day  capac i ty .  Highview 

s e r v e s  230 r e s i d e n t i a l  a n d  7 commercial cus tomers .  

-2- 



i 

M r .  P f a n n e n s c h m i d t  t e s t i f i e d  t h a t  h e  h a d  p u r c h a s e d  h i s  

company's  p r o p e r t y  on  Vaughn M i l l  Road ( f o r m e r l y  t w o  l o t s )  

from P ionee r -Amer ican  E n t e r p r i s e s ,  I n c .  ( h e r e i n a f t e r  referred 

t o  as " P i o n e e r " )  i n  October, 1977, in order t o  erect 8n  off ice  

b u i l d i n g .  The  real  estate p u r c h a s e  contract  p r o v i d e d  for  a 

$4,000 sewer c o n n e c t i o n  fee. The  b u i l d i n g  wh ich  w a s  erected 

c o n t a i n s  f i v e  o f f i c e  s p a c e s ;  a l l  c o n n e c t e d  t o  o n e  sewer l i n e .  

Mr. P f a n n e n s c h m i d t  i n t r o d u c e d  a l e t te r  dated October 18, 

1977, from T r e i t z  a n d  Sons which  stated t h a t  P i o n e e r  h a d  

a c o n t r a c t  w i t h  T r e i t z  a n d  S o n s  a n d  t h a t  a t ap-on  fee of $4,000 

fo r  t w o  to i le ts  a n d  a $30.00 p e r  month s e w e r  charge were t o  be 

p a i d  when P f a n n e n s c h m i d t 8 s  p lumber  c o n n e c t e d  t o  the s e w e r  

s y s t e m .  M r .  P f a n n e n s c h m i d t  a l so  i n t r o d u c e d  a let ter d a t e d  

March 13, 1979, f r o m  T r e i t z  a n d  S o n s  i n  wh ich  J o h n  T r e i t z  ad- 

vised t h a t  a n o t h e r  $4,000 tap-on fee for t w o  to i le ts  a t  an i n -  

surance office and t h e  $30.00 month ly  c h a r g e  w a s  due when t h a t  

c o n n e c t i o n  w a s  made. On Augus t  3, 1979, M r .  P f a n n e n s c h m i d t  

paid a $4,000 tap-on fee and $30.00 m o n t h l y  c h a r g e  t o  T r e i t z  

a n d  S o n s .  On September 13, 1979, M r .  P f a n n e n s c h m i d t  paid 

a n o t h e r  $2,000 t ap -on  fee t o  T r e i t z  and Sons for t h e  i n s u r a n c e  

o f f i c e  wh ich  o n l y  c o n t a i n e d  o n e  rest room. 

M r .  R i c h a r d  Treitz t e s t i f i e d  that Highview owned t h e  p l a n t  

and t h e  s e w e r  l i n e s  i n  G l e n c o e  s u b d i v i s i o n ,  b u t  t h a t  t h e  lines 

i n  S p r i n g  M i l l  s u b d i v i s i o n  and commercial area a r o u n d  Fegenbush  

Lane a n d  Vaughn M i l l  Road w e r e  owned by  T r e i t z  a n d  S o n s .  H e  

e x p l a i n e d  t h a t  i n  1969 T r e i t z  a n d  S o n s  c o n s t r u c t e d  1600 l i n e a r  

feet of' sewer line which  w a s  d e s i g n e d  t o  serve 500 customers ,  

f r o m  t h e  e d g e  of the Glencoe s u b d i v i s i o n  t h r o u g h  Spr ing  H i l l  

s u b d i v i s i o n  t o  a s h o p p i n g  c e n t e r  a n d  area of p r o m i s l n g  com- 

mercial g rowth .  However,  t h e  commercial cl;stomers d i d  n o t  

materialize as  some of them were e v e n t u a l l y  s e r v e d  by the 

a d j o i n i n g  Apple  V a l l e y  U t i l i t y .  Mr. T r e i t z  d i d  n o t  h a v e  re- 

cords of t h e  cost of t h e  l i n e  e x t e n s i o n  t o  T r e i t z  8 n d  Sons; 

however ,  he d i d  f u r n i s h  a n  estimate of $46,000 f r o m  E2 C o n s t r u c -  

t i o n  Co., I n c .  a n d  added $6,000 of e n g i n e e r i n g  fees f o r  a t o t a l  
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estimate of $52,000. M r .  T r e i t z  a lso s ta ted t h a t  t h e  home- 

o w n e r s  i n  S p r i n g  M i l l  s u b d i v i s i o n  h a v e  n o t  been c h a r g e d  a n y  

t ap -on  fees. 

M r .  T r e i t z  i n t r o d u c e d  copies of a g r e e m e n t s  be tween  T r e i t z  

and  S o n s ,  and P i o n e e r  a n d  Highview a n d  Pioneer ,  b o t h  d a t e d  

August  22, 1977, e a c h  a n  i n t e g r a l  p a r t  of t h e  o the r .  Accor- 

d i n g  t o  t h e  t e r m s  of t h e  agreements, P i o n e e r  c o n s t r u c t e d  400 

feet of 8 i n c h  sewer l i n e  a t  a cost of $17,000. P i o n e e r  t h e n  

t r a n s f e r r e d  t i t l e  t o  t h e  l i n e  t o  T r e i t z  a n d  S o n s  for $10.00 

and  T r e i t z  a n d  Sons  began  c o l l e c t i n g  fees f o r  t a p p i n g - o n  t o  

t h e  l i n e .  L a s t l y ,  M r .  T r e i t z  t e s t i f i e d  t h a t  t h e  r e a s o n  T r e i t z  

and  S o n s  is c h a r g i n g  t h e  s p e c i f i e d  tap-on  f e e s  is so  t h e y  c a n  

r e c o v e r  t h e i r  costs of c o n s t r u c t i n g  t h e  1600 foot  s e w e r  l i n e  

e x t e n s i o n  i n  1969. 

The  Commission h a v i n g  r e v i e w e d  t h e  record, h a v i n g  h e a r d  

o ra l  t e s t i m o n y  a n d  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  a n d  FINDS: 

1. T h a t  H i g h v i e w  S e w e r  D i s t r i c t ,  I n c .  is c u r r e n t l y  

c h a r g i n g  i ts r e s i d e n t i a l  c u s t o m e r s  $11.10 p e r  month a n d  t h a t  

t h e  rates paid by  i ts  commercial c u s t o m e r s  are set by  High- 

v i ew Sewer D i s t r i c t ,  I n c .  on  t h e  basis o f  l o t  s i z e ,  n o t w i t h -  

s t a n d i n g  t h e  c o n t r a r y  p r o v i s i o n  of t h e  Commiss ion ' s  r e g u l a t i o n ,  

807 KAR 26:020(6)(3). 

2.  T h a t  n e i t h e r  t h e  U t i l i t y  R e g u l a t o r y  Commission o r  

its p r e d e c e s s o r ,  t h e  P u b l i c  S e r v i c e  C o m m i s s i o n ,  h a v e  a p p r o v e d  

t h e  rates of Highview S e w e r  D i s t r i c t ,  I n c .  s i n c e  1 9 7 5 ,  t h e  

y e a r  i n  wh ich  t h e  C o m m i s s i o n  first assumed r e g u l a t o r y  j u r i s -  

d i c t i o n  over s e w e r  u t i l i t i e s .  

3. Tha t  there is a n e e d  t o  f u r t h e r  examine  t h e  r e a s o n -  

a b l e n e s s  of t h e  rates of H i g h v i e w  S e w e r  D i s t r i c t ,  I n c .  i n  

p a r t i c u l a r ,  t h e  " n e g o t i a t e d "  commercial rates , a n d  t h e  a p p r o -  

p r ia te  me thod  by w h i c h  t h e y  are t o  be c a l c u l a t e d .  

4 .  T h a t  J o h n  T r e i t z  a n d  S o n s  owns t h e  s e w e r  l i n e s  i n  

S p r i n g  M i l l  s u b d i v i s i o n ,  i n c l u d i n g  t h e  s e w e r  l i n e  e x t e n s i o n  

-4- 



c o n s t r u c t e d  i n  1969, a n d  also t h e  P i o n e e r  s e w e r  l i n e  e x t e n -  

s i o n  b u i l t  in 1977. 

5. T h a t  John T r e i t z  and  S o n s  is c o l l e c t i n g  t h e  tapon fees 

b e i n g  c o m p l a i n e d  of i n  this p r o c e e d i n g ,  a n d  t h a t  H i g h v i e w  

Sewer D i s t r i c t ,  I n c .  o n l y  r e c e i v e s  t h e  mon th ly  charges for 

sewage  t r e a t m e n t .  

6. T h a t  i n  a c c o r d a n c e  w i t h  t h e  p r e v i o u s  f i n d i n g ,  J o h n  

T r e i t z  a n d  S o n s  is f u n c t i o n i n g  as a I 'non-energy u t i l i t y "  8s  

d e f i n e d  i n  KRS 278.010(5)(c) i n  t h a t  t h e  company "owns, con-  

t r o l s ,  operates or manages" a " f a c i l i t y  u s e d  or t o  be used 

or i n  c o n n e c t i o n  w i t h  t h e  t r e a t m e n t  of sewage for  t h e  p u b l i c  

for c o m p e n s a t i o n  . . .  . I '  A c c o r d i n g l y ,  John  T r e i t z  and S o n s  

is subject t o  t h e  r e g u l a t o r y  j u r i s d i c t i c n  of t h i s  Commission 

as p r o v i d e d  i n  KRS 278.040(2). 

On t h e  basis of t h e  above-stated f i n d i n g s ,  and t h e  ev i -  

d e n t i a r y  record i n  t h i s  case, t h e  Commission: 

HEREBY ORDERS t h a t  t h e  Commiss ion ' s  s t a f f  be directed t o  

i m m e d i a t e l y  begin a n  i n v e s t i g a t i o n  i n t o  t h e  r e a s o n a b l e n e s s  

of t h e  rates and c h a r g e s  of J o h n  T r e i t z  a n d  Sons f o r  opera- 

t i n g  f ac i l i t i e s  u s e d  i n  c o n n e c t i o n  w i t h  t h e  t r e a t m e n t  of sewage. 

I t  fs FURTHER ORDERED t h a t  J o h n  Treitz a n d  S o n s  s h a l l  file 

a t a r i f f  as r e q u i r e d  by 807 KAR 25:030 w i t h i n  15 days f r o m  t h e  

date of t h i s  o r d e r .  

I t  is FURTHER ORDERED t h a t  t h e  i s s u e  o f  t h e  reasonable- 

n e s s  of t h e  commercial rates of Highview Sewer D i s t r i c t ,  Inc .  

c o n t a i n e d  i n  t h i s  proceeding be, and h e r e b y  is, consolidated 

w i t h  a n d  merged i n t o  C a s e  N o .  7792 w h e r e i n  t h e  Commission is 

c u r r e n t l y  c o n s i d e r i n g  t h e  ra te  a p p l i c a t i o n  of Highv iew Sewer 

D i s t r i c t ,  I n c .  
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Done at Frankfort ,  Kentucky, t h i s  24th day of J u l y ,  1980. 

UTILITY REGULATORY COMMISSION 

Chairman 

V i c e  Chairman 

Commissioner 

ATTEST: 

Secretary 


